Adult occupancy rate is the ratio of average daily census to the average number of beds maintained during the reporting period. 2 Adjusted patient days is an aggregate figure reflecting the number of days of inpatient care, plus an estimate of the volume of outpatient services, expressed in units equivalent to an inpatient day in terms of level of effort. It is derived by multiplying the number of outpatient visits by the ratio of outpatient revenue per outpatient visit to inpatient revenue per inpatient day, and adding the product to the number of inpatient days. Percentage points 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 Quarters SOURCE: American Hospital Association: National Hospital Panel Survey Reports. Chicago. Monthly reports for Jan. 1980 -Dec. 1990 . -8 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 Quarters SOURCE: American Hospital Association: National Hospital Panel Survey Reports. Chicago. Monthly reports for Jan. 1980 -Dec. 1990 .
Operating expenses of community hospitals reached $54 billion during the second calendar quarter of 1990, up 11.5 percent from the same period a year ago (Tables 1 and 2) . Inpatient expenses, which exclude the costs of operating outpatient facilities, were 9.4 percent higher in the second quarter of 1990 than they had been in the same quarter of 1989. Expense per patient day rose 10.9 percent, and the expense per admission was up 8.8 percent from the same period of the prior year.
Average full-time equivalent (FTE) employment in community hospitals increased 2.4 percent between the second quarter of 1989 and the second quarter of 1990. FTE employees per bed grew 3.3 percent over the same period.
The change in inpatient days and outpatient visits for 1980-90 is shown in Figure 1 . The change in beds and occupancy rate for the same period is shown in Figure 2 .
Private health sector: Employment, hours, and earnings
The data in Table 3 show the levels of employment, hours, and earnings in private (nongovernment) health service establishments. These data were drawn from the Bureau of Labor Statistics (BLS) "Establishment" survey of the private nonagricultural sector. An average of 8.1 million persons were employed on a full-time or parttime basis in private health service establishments during the calendar quarter ending June 1990; nonsupervisory employees worked a 32.5-hour week and earned $10.31 an hour. The employment in private hospitals dominates the health services industry, with almost one out of every two health service industry workers employed by the hospital sector.
Nonsupervisory employment in the private health sector grew four times as fast as in the general private nonagricultural economy (Table 4) during the second calendar quarter of 1990: Between the second quarter of 1989 and the second quarter of 1990, growth in nonsupervisory employment in all private establishments slowed to 1.8 percent whereas growth in nonsupervisory employment in the health sector accelerated to 7.4 percent. Within the health sector, nonsupervisory employment in physicians' and surgeons' offices exhibited the strongest growth, up 9.6 percent in the second quarter. Nonsupervisory employment growth in private hospitals and nursing and personal care facilities continued at a strong pace.
However, nonsupervisory employment growth in dental offices slowed for the second consecutive quarter, and growth in average weekly hours declined for the third consecutive quarter. Services provided in dental offices are among the first to be affected by a slowdown in the general economy. Because these services are covered less often by public and private insurance than are other health services, out-of-pocket costs for dental services have an immediate financial impact when services are purchased. During slowdown in economic growth, individuals opt to delay these services, because adverse health effects will not usually result.
Implied nonsupervisory work-hour and payroll growth, developed from the BLS establishment survey data, are composite measures of business activity. Within the private health industry, growth in work-hours and payroll varied by type of establishment. Between the second quarter of 1989 and the second quarter of 1990, the largest growth in health sector work-hours (nonsupervisory employment times average weekly hours) was experienced in physicians' and surgeons' offices, and the smallest was in the offices of dentists (Table 5) . Nonsupervisory payrolls (nonsupervisory work-hours multiplied by average hourly earnings) increased the slowest, 11.4 percent, for offices of dentists, and the fastest, 17.9 percent, for offices of physicians and surgeons. Payroll growth in the offices of physicians and surgeons was more than three times as fast as payroll growth in all private nonagricultural establishments. 
Health care prices

Medical care consumers
Prices paid by consumers of medical care in the second calendar quarter of 1990, as measured by the Consumer Price Index (CPI) for all urban consumers, were 9.0 percent higher than in the previous year's second quarter (Tables 6 and 7 ). The growth in the medical care component of the CPI was almost twice as fast as the 4.6 percent increase in the index for all items.
Within the medical care component of the CPI, inflation in hospital and prescription drug prices increased faster than other prices in this sector. Hospital prices rose 10.8 percent between the second quarter of 1989 and the second quarter of 1990, the seventh consecutive quarter of double-digit increases. Prescription drug prices climbed 10.0 percent, compared with a 5.0-percent growth in nonprescription drugs and medical supplies.
Growth in prices for all items less medical care slowed to 4.3 percent between the second quarter of 1989 and that of 1990. Apparel and upkeep prices increased 4.6 percent, food and beverage prices grew 5.4 percent, and housing was up 5.2 percent (Table 7) .
Figures for the second calendar quarter of 1990 showed energy prices no longer pulling up the overall rate of inflation (a fact that was dramatically reversed later in the year). Labor Department analysts calculate that energy prices (including gas, electric, and fuel oil) increased only 0.2 percent from the second quarter of 1989 to that of 1990, contributing very little to the overall inflation rate.
The percent change in measures of price inflation is shown in Figure 3 .
Health care providers Background on input price indexes
In 1979, the Health Care Financing Administration (HCFA) developed the hospital input price index. This input price index is designed to measure the pure price changes associated with expenditure changes for hospital services. The skilled nursing facility (SNF) and home health agency (HHA) input price indexes were developed in the early 1980s. These indexes are often referred to as "market baskets" because they price a consistent set of goods and services over time. Since their creation, they have played an important role in helping to set payment percent increases and highlighting the contribution of input price increases to growing health expenditures.
The input price indexes, or market baskets, are Laspeyres or fixed-weight indexes that are constructed in two steps. First, a base period is selected. For example, for the prospective payment system (PPS) hospital input price index, the base period is 1987. Next, a set of cost categories such as food, fuel, and labor are identified and their 1987 expenditure amounts determined. The proportion or share of total expenditures accounted for by specific spending categories is calculated. These proportions are called cost or expenditure weights. There are 28 expenditure categories in the 1987-based hospital PPS input price index. In the next step, a price proxy is selected to match each expenditure category. The purpose of the price proxy is to measure the rate of price increase of the goods or services in that expenditure category. The price proxy index for each spending category is multiplied by the expenditure weight for that category. The sum of these products (weights multiplied by the price index) over all cost categories yields the composite input price index for any given time period, usually a fiscal year or a calendar year. The percent change in the input price index is an estimate of price change over time for a fixed quantity of goods and services purchased by a provider. The input price indexes are estimated on a historical basis and forecasted out several years. The HCFA-chosen price proxies are forecasted under contract with Data Resources, Inc. (DRI)/McGraw-Hill. Each quarter, 1 month after the end of a calendar quarter, DRI updates its macroeconomic forecasts of wages and prices. DRI bases its new forecasts on updated historical information and revised forecast assumptions. New forecasts and estimates are done in February, May, August, and November. Some of the data in Tables 8 through 13 are forecasted and are expected to change as more recent historical data become available and subsequent quarterly forecasts are received.
The methodology and price proxy definitions used in the input price indexes are described in the Federal Register notices that accompany the annual revisions of the PPS, HHA, and SNF cost limits. A description of the current PPS input price index was published September 4, 1990 (Federal Register, 1990 . The latest HHA regulatory input price index was published July 7, 1987 (Federal Register, 1987a , and the latest SNF input price index was published October 2, 1987 (Federal Register, 1987b .
Current data
Each input price index is presented in two tables: The first is a percent-change table, and the second provides the actual index numbers from which the percentages were computed. The hospital input price index for PPS is in Tables 8 and 9 . The SNF input price index is in Tables 10 and 11 . The HHA input price index is in Tables 12 and 13 .
Data highlight
The PPS input price index has been revised, and a new base year of 1987 has been selected (Tables 8 and 9 ). Effective October 1, 1990, the new PPS input price index will be used to set the fiscal year 1991 market basket update factor for the prospective payment rates. This revision also includes changes in certain variables used for price proxies. Periodically, the various input price indexes are revised so that the cost weights will reflect changes in the mix of goods and services that providers purchase. Tables 9, 11 , and 13. Choose the four-quarter period ending for which you would like to calculate the percent change (e.g., year-end 1990: Quarter 3). Count back three quarters so that you have a total of four (e.g., 1990: Quarter 3; 1990: Quarter 2; 1990: Quarter 1; 1989: Quarter 4) . Average these four quarters (add the index levels and divide by 4). Now, take the four quarters previous to the four quarters that you just used (e.g., 1989: Quarter 3; 1989; Quarter 2; 1989: Quarter 1; 1988: Quarter 4) . Average these four quarters. Finally, compute a percent change using the two averages. Data sources used to estimate the input price index relative weights and choice of price proxies were taken from the Federal Register (1987a). 
Hospital skill mix changes: 1980s
Overview Hospitals shifted to a slightly more expensive mix of employee-hours during the 1980s. This skill mix shift is noticeable in nursing employment-hospitals are using relatively more registered nurses and fewer licensed practical nurses and nursing aides. But the magnitude of the shift, measured by a composite index of shares of hours worked, is small-less than 2 percent from 1980 through 1989 (0.2-percent average annual growth). The rate of increase in this skill mix composite index slowed in the second half of the decade. The skill mix trend for private hospitals is very close to the trend for all hospitals.
Data and methods
The Current Population Survey (CPS) is the source of the official Government household statistics on unemployment and the labor force. In the monthly survey, questions are asked about average hourly earnings, average hours worked, and average weekly earnings to a 25-percent subgroup of the usual monthly sample. These responses were used to estimate shares of hours worked (Table 14) for seven occupation groups within the hospital industry. Each occupation's share of hours worked is simply total hours worked in that occupation divided by total hours worked in all occupations.
The CPS March Income Supplement was used to create expenditure shares for these labor categories in 1984 (Table 15) . Expenditure shares are total wages and salaries income for an occupation divided by total wages and salaries income for all hospital employees.
The two sets of data-shares of hours worked and expenditure share by occupation-were used to create a fixed-weight (Laspeyres) composite index that measures the impact of shifts in relative hours worked among occupations within hospitals (Table 16 ). The composite index is created by first scaling each occupation's share of hours worked to form index series where 1984 = 100.0. Then each index series is weighted by its 1984 expenditure share. The weighted sum of occupational indexes forms the composite index. The year 1984 was arbitrarily chosen as a base, or reference, year for the index.
The composite index measures only the cost impacts of skill mix change-it ignores overall and relative wage changes and changes in overall hospital employment levels. Each occupation can be thought of as "high-paid" Consists mostly of pharmacists, dieticians, physicians, physicians' assistants, medical scientists, and health aides, except nursing. or "low-paid." High-paid occupations have a higher expenditure share than their share of hours worked in 1984-low-paid occupations have a lower expenditure share than their share of hours worked. The composite index will increase over time if the high-paid occupations work relatively more hours than low-paid workers; it will decrease if low-paid workers work relatively more (and high-paid workers work relatively less).
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Between 1980 and 1989, this index has increased by 1.7 percent (0.2-percent average annual growth) for all hospitals and by 1.3 percent for private hospitals. These results indicate that hospitals are using an increasingly expensive mix of workers, but that the overall magnitude of the shift seems very small.
Data limitations
Each year, the CPS quarterly sample (used to compute shares of hours worked) includes about 200 therapists working for private hospitals, the smallest employment breakdown shown in this article. Although the overall trends seem reliable, sampling variability may distort year-to-year comparisons, especially in the smaller employment categories.
National economic indicators
To put health-related economic trends into perspective, this section shifts focus to discuss national indicators of output, employment, and inflation. The change in selected national economic indicators for 1980-90 is shown in Figure 4 .
Output and income
The gross national product (GNP), the most widely used measure of the Nation's output, was $5.5 trillion during the second calendar quarter of 1990 (seasonally adjusted at annual rates). The growth of "real" GNP (also called constant dollar or price-deflated GNP) slowed during the second quarter of 1990 to 1.2 percent, continuing the trend of decelerating real growth begun in the first quarter of 1988.
Personal income rose to $4.6 trillion during the second calendar quarter of 1990, up 6.0 percent from the same quarter of 1989. Disposable personal income (personal income net of taxes) grew 6.3 percent during the same period, reaching a level of $3.9 trillion. The proportion of disposable personal income that was saved rather than spent (personal saving rate) was 5.1 percent.
Note that this composite index measures the effect or impact of skill mix changes, not occupation mix changes per se. If all hospital occupations earned the same wage in the base year of the composite index, then changes in relative hours worked would not affect the composite index. In this case, the composite index would always be equal to 100.0. Also, the composite index does not capture the effect of skill changes within an occupation; it assumes that an occupation's "skill" throughout the period is proportionate to base period wages. 
Employment, unemployment, and earnings
During the second calendar quarter of 1990, the unemployment rate for all workers was 5.3 percent, approximately the same level as the prior four quarters and the lowest in the past decade. Slower real growth in the GNP has not affected the unemployment rate as of the second quarter of 1990.
The U.S. workforce held 92.3 million jobs during the second quarter of 1990; employment growth in the second quarter of 1990 is the lowest growth since the third quarter of 1983. For nonsupervisory workers, average hourly earnings increased by 4.0 percent to a level of $9.97 in the second calendar quarter of 1990.
Prices
Growth in the GNP fixed-weight price index, the most comprehensive measure of price inflation, slowed to 4.3 percent between the second quarters of 1989 and 1990. The GNP implicit price deflator (which reflects changes in the composition of output as well as price inflation) rose 4.1 percent between the second quarter of 1989 and that of 1990. During the same period, the CPI for all items and all urban consumers slowed to 4.6 percent (Tables 17 and 18 ).
The Producer Price Index for finished consumer goods slowed 3.2 percent between the second quarter of 1989 and the second quarter of 1990. 
